Housing Authority

of the City of
Redding

Redding, California

Basic Financial Statements
and Independent Auditors’ Reports

For the year ended June 30, 2009



Housing Authority of the City of Redding

Table of Contents

Page
Independent Auditors” REPOTt.........cccovuiiiiiiiiiiiiiiniiiieiicntcrcc ettt 1
Management’s Discussion and ANalysis ..........cccocooviiiiiiiiiiniiiniicccceeee e 3
Basic Financial Statements:
o1 v 1 1S 0 41T 0L s o) A A\ [ A AN =Tt o< TSRO 12
Statements of Activities and Changes in Net ASSEtS ........ccccoeeirrreieiirnieeireeeeree s 13
Fund Financial Statements:
Governmental Funds:
BalanCe SEET .........voeeveiiceeie et e et eta e eeae e enre e e ereeenees 16
Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net ASSELS.....cccvviviviiiiiieieieeeeeeeeeeeeeeee e 17
Statement of Revenues, Expenditures, and Changes in Fund Balances .............cccccccceeuee. 18
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures and
Change in Fund Balances to the Government-Wide Statement of Activities and
Changes in INet ASSets .........ccocciiiiiiiiiiiiiiii e 19
Notes to the Basic Financial Statements ...........cccoovviiiiiiiiiiiiiecee ettt ereeeeaee s 21
Required Supplementary Information
Entity-wide budget t0 actUal ..........c.cciviiiciiiicccce e 28

Independent Auditor’s Report on Compliance and on Internal Control over Financial Reporting
Based on an Audit of Basic Financial Statements Performed in Accordance
with Government Auditing Standards ...t 32
Supplemental Information:

Independent Accountant’s Report on Applying Agreed Upon Procedures............cccccevvivueriinnnes 36

Financial Assessment Subsystem - FDS ............ccccccoiiiiiiiiiiiiccreeeeeeeeeeeeee e 38



CiL,

Caporicci & Larson
Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

To the Affordable Housing Commission
of the Housing Authority of the City of Redding
Redding, California

We have audited the accompanying financial statements of the governmental activities and
each major fund of the Redding Housing Authority (Authority), a component unit of the City of
Redding (City), as of and for the year ended June 30, 2009, which collectively comprise the
Authority’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Authority’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards in the
United States and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the basic financial
statements are free from material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the basic financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall basic financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the financial position of the governmental activities and each major fund of the
Authority as of June 30, 2009, and the respective changes in financial position for the year then
ended in conformity with generally accepted accounting principles in the United States.

In accordance with Government Auditing Standards, we have also issued our report dated
December 9, 2009, on our consideration of the Authority’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulation,
contracts, and grants. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the result of that testing, and not
to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Governmental Auditing
Standards and should be read in conjunction with this report in considering the results of our
audit.

Toll Free Ph: (877) 862-2200 Toll Free Fax: (866) 436-0927
Oakland Orange County Sacramento San Diego
180 Grand Ave., Suite 1365 9 Corporate Park, Suite 100 777 Campus Commons Rd., Suite 200 4858 Mercury, Suite 106

Oakland, California 94612 Irvine, California 92606 Sacramento, California 95825 San Diego, California 92111



To the Affordable Housing Commission

of the Housing Authority of the City of Redding
Redding, California
Page Two

The accompanying Required Supplementary Information, such as management’s discussion
and analysis, is not a required part of the basic financial statements but is supplementary
information required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the Required Supplementary Information.
However, we did not audit the information and express no opinion on it.

Oakland, California
December 9, 2009



Housing Authority of the City of Redding
Management’s Discussion and Analysis
For the year ended June 30, 2009

As management of the Housing Authority of the City of Redding (the Authority), we offer readers
of the Authority’s financial statements this narrative overview and analysis of the financial
activities of the Authority for the fiscal year ending June 30, 2009. The management’s discussion
and analysis is designed to (a) assist the reader in focusing on significant financial issues, (b)
provide an overview of the Authority’s financial activity, (c) identify changes in the Authority’s
financial position (its ability to address future challenges), (d) identify any material deviations
from the financial plan (approved budget), and (e) identify individual fund issues or concerns.

FINANCIAL HIGHLIGHTS
e The Authority’s net assets decreased by $639,623.

e Asof the close of the current fiscal year, the Authority’s funds reported combined ending fund
balances of $1,892,311 which is a decrease of $562,035 in comparison with the prior year. All of
the Authority’s fund balance is required to be used for Housing activities.

e Total operating expenses of all of the Authority’s programs were $9,149,014 for the fiscal year.
USING THIS FINANCIAL REPORT/ OVERVIEW OF REPORT

This discussion and analysis is intended to serve as an introduction to the Authority’s basic
financial statements. The basic financial statements consist of three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the financial statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide the readers with a broad
overview of the Authority’s finances, in a manner similar to a private-sector business. The
government-wide financial statements consist of the following parts:

Statement of Net Assets: This statement presents information on all of the Authority’s assets and
liabilities, with the difference between the two reported as net assets. Over time, the change in net
assets may serve as a useful indicator of whether the financial position of the Authority is
improving or deteriorating.

Statement of Activities: This statement presents information showing how the government’s net
assets changed during the most recent fiscal year. All changes in net assets are reported as soon as
the underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will result
in cash flow in future fiscal periods (e.g., uncollected grants and earned but unused comp time
and vacation leave).



Housing Authority of the City of Redding
Management’s Discussion and Analysis, continued
For the year ended June 30, 2009

The Authority adopts an annual appropriated budget at the entity-wide level. A budgetary
comparison statement has been provided for the Authority to demonstrate compliance with this
budget.

The government-wide financial statements can be found on pages 12-13 of this report.
Fund Financial Statements

A fund is a group of related accounts that are used to maintain control over resources that have
been segregated for specific activities or objectives. The Authority uses fund financial statements
to demonstrate compliance with finance-related legal requirements. All of the funds of the
Authority are governmental funds.

Governmental Funds: These funds are used to account for essentially the same functions reported
as government activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year.

The Authority is a Section 8 only housing authority, providing rental assistance and home
purchase assistance to qualified residents. Since the Authority does not own or operate rental
property, the Mod-Rehab and Section 8 Voucher programs are each reported as special revenue
funds.

The governmental fund financial statements can be found on pages 16-19 of this report.

Notes to the Financial Statements: The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found on pages 21-27 of this report.



Housing Authority of the City of Redding
Management’s Discussion and Analysis, continued
For the year ended June 30, 2009

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of a government’s financial position. The
following schedule displays a summary breakdown of the Authority’s net assets as of June 30,
2009 and 2008:

Condensed Statement of Net Assets

2009 2008
Currrent assets $ 1,914,493 $ 2,478,395
Non-current capital assets 37,200 49,918
Other non-current assets 171,708 231,934
Total assets 2,123,401 2,760,247
Current liabilities 186,759 205,115
Non-current liabilities 95,191 74,058
Total liabilities 281,950 279,173
Net Assets:
Invested in capital assets,
net of related debt 37,200 49,918
Restricted 529,103 1,258,599 *
Unrestricted 1,275,148 1,172,557 *
Total net assets $ 1,841,451 $ 2,481,074

* Restated to show only net assets restricted for HAP as restricted.

The Authority’s net assets decreased to $1.84 million from $2.48 million, a decrease of 26%. The
decrease is primarily in the Section 8 program. During the fiscal year the Housing Authority
increased the number of units that it was assisting. The number of units assisted temporarily
exceeded the level that can be sustained over an indefinite period of time. This resulted in the
restricted net assets being decreased by $729,496. Management adjusted the amount paid per unit
being assisted. It is the intention of management during the 2009-10 fiscal year to stabilize the
number of units assisted near the 1528 units that is authorized by the Department of Housing and
Urban Development (HUD), but at a lower level of assistance per unit, in order to maximize the
number of tenants benefiting from this program.



Housing Authority of the City of Redding
Management’s Discussion and Analysis, continued
For the year ended June 30, 2009

The following schedule displays a comparison of 2008-09 and 2007-08 fiscal year revenues and
expenses for the Authority:

Condensed Statement of Activities and Changes in

2009 2008
Administrative $ 1,122,743 $ 994,959
Rental assistance 8,026,271 6,322,465
Total expenses " 9,149,014 7,317,424
Operating grants 8,404,286 7,666,179
Investment and Other 105,105 113,114
Total revenues 8,509,391 7,779,293
Change in net assets (639,623) 461,869
Beginning net assets 2,481,074 2,019,205
Ending net assets $ 1,841,451 $ 2,481,074

Administrative expenses increased in the fiscal year ended 2009 partially due to annual increases
and partially due to the increased personnel costs associated with leasing-up (adding additional
tenants served). In 2008 the Housing Authority began an effort to increase its lease-up (the
number of families receiving rental assistance). HUD responded with some additional funding
(operating grants). A portion of these grant funds are one-time (split between the 08-09 and 09-10
fiscal years) and management expects to see a reduction in grant revenues after the 2009-10 fiscal
year.

BUDGETARY HIGHLIGHTS

The Authority’s budget is approved at the entity-wide level. Since the Authority is a component
unit of the City of Redding, it is budgeted as a special revenue fund of the City.

The Authority prepares a biennial budget prior to knowing its annual subsidy grant from HUD.
Actual amounts received from HUD vary from initial projections. In addition, the Authority
began the lease-up mentioned previously. Accordingly, the Authority increased its expenditure
budget to allow for additional HAP payments. The expenditure budget increased from an
original $6.80 million to a final amended budget of $9.07 million during the year.



Housing Authority of the City of Redding
Management’s Discussion and Analysis, continued
For the year ended June 30, 2009

ANALYSIS OF GOVERNMENTAL FUNDS
The Authority reports each program as a fund in order to segregate and track restricted funds.

General Fund: The Authority’s General Fund is used to track resources that do not belong to a
HUD program, but that are a part of the City of Redding’s Housing Authority Fund.

MOD 2 - Special Revenue Fund: The Mod Rehab 2 program ended in 2005-06. The final
settlement was received in the 2008-09 fiscal year. The fund ended with a negative fund balance.
The negative fund balance is related to allocation of administrative expenses in prior years. The
negative balance was closed out to the Section 8 Voucher program at year-end by means of a
transfer.

Section 8 Voucher - Special Revenue Fund: The Section 8 program’s fund balance decreased from
a beginning balance of $1,348,163 to $752,125. The administrative portion of the fund increased by
$134,850. The housing assistance portion of the fund decreased by $730,888.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

e The Authority is unable to predict, beyond a given Congressional budget cycle, what funds
will be available to administer the Section 8 program. At June 30, 2009 the Authority has
cash reserves for approximately 2 months of administrative expenses and less than 1 month
of HAP expenses.



Housing Authority of the City of Redding
Management’s Discussion and Analysis, continued
For the year ended June 30, 2009

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Authority’s finances for all
those with an interest in the government’s finances. This report can be found on the City of
Redding website, www.ci.redding.ca.us under City Departments, Finance. Questions concerning
any information provided in this report or request for additional financial information should be
directed to:

The City of Redding - Finance Department
777 Cypress Avenue
Redding, CA 96001
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Housing Authority of the City of Redding

Statement of Net Assets
June 30, 2009
Governmental
Activities
ASSETS
Current assets:
Cash and investments $ 1,059,190
Receivables:
Interest 3,526
Damage claims and overpayments 41,483
Intergovernmental receivable 718,191
Restricted assets:
Cash 92,103
Total current assets 1,914,493
Noncurrent assets:
Intergovernmental receivable 169,856
FSS emergency loans receivable 1,852
Capital assets, net of depreciation 37,200
Total noncurrent assets 208,908
Total assets 2,123,401
LIABILITIES
Current liabilities:
Accounts payable 1,275
Accrued liabilities 44,020
Intergovernmental payable 15,946
Deposits 92,103
Compensated absences 33,415
Total current liabilities 186,759
Noncurrent liabilities:
Compensated absences 95,191
Total current liabilities 95,191
Total liabilities 281,950
NET ASSETS
Invested in capital assets, net of related debt 37,200
Restricted for:
Housing 529,103
Unrestricted 1,275,148
Total net assets $ 1,841,451

See accompanying Notes to the Basic Financial Statements.
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Housing Authority of the City of Redding
Statement of Activities and Changes in Net Assets
For the year ended June 30, 2009

Functions/Programs

Governmental
activities:
Rental assistance

Administration

Total governmental
activities

Program Revenues

Net (Expenses)
Revenue and

Operating Grants & Change in Net

Charges for Services Contributions Assets

Overpayments
FSS & Damage Restricted Governmental
Expenses Forfeitures Claims Grants Interest Activities

$ 8,026271  $ 2,723 % 13,503 $ 7,263474 $ 17075 % (729,496)
1,122,743 - - - - (1,122,743)
$ 9,149,014 $ 2,723 % 13,503 $ 7,263474 $ 17075  $ (1,852,239)

General revenues:

Operating grants not restricted to a specific program

Refunded overhead allocation
Overpayments & damage claims
FSS emergency loan fees
Unrestricted investment earnings
Total general revenues and transfers
Change in net assets
Net assets - beginning of year
Net assets - end of year

See accompanying Notes to the Basic Financial Statements.
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1,140,812
29,805
13,502

65
28,432

1,212,616

(639,623)
2,481,074

$ 1,841,451
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FUND FINANCIAL STATEMENTS
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Housing Authority of the City of Redding

Balance Sheet
Governmental Funds

June 30, 2009
Special Revenue Total
General Section 8 Governmental
Fund MOD 2 Voucher Funds
ASSETS
Current assets:
Cash and investments 936,780 $ 122,410 $ 1,059,190
Receivables:
Interest 2,946 580 3,526
Damage claims and overpayments - 41,483 41,483
Intergovernmental 30,604 687,587 718,191
Restricted assets:
Cash - 92,103 92,103
Non current assets:
Interfund receivable - -
Intergovernmental receivables 169,856 - 169,856
FSS emergency loans receivable - 1,852 1,852
Total assets 1,140,186 $ 946,015 $ 2,086,201
LIABILITIES AND
FUND BALANCES
Current liabilities:
Accounts payable - $ 1275 % 1,275
Accrued liabilities - 44,020 44,020
Intergovernmental payable - 15,946 15,946
Deferred revenue - 40,546 40,546
Deposits - 92,103 92,103
Total liabilities - 193,890 193,890
Fund Balances:
Reserved for:
Housing 1,140,186 752,125 1,892,311
Unreserved, undesignated reported in:
Special revenue funds - - -
Total fund balances 1,140,186 752,125 1,892,311
Total liabilities and fund balances 1,140,186 $ 946,015 $ 2,086,201

See accompanying Notes to the Basic Financial Statements.
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Housing Authority of the City of Redding
Reconciliation of the Governmental Funds Balance Sheet to the
Government-Wide Statement of Net Assets

June 30, 2009
Total Fund Balances - Total Governmental Funds $ 1,892,311
Capital assets have not been included as financial resources in governmental fund activity. 37,200

Accrued vacation and other leave not reported in governmental funds, but recorded as expense in the
Statement of Activities. (128,606)

Revenue reported as deferred revenue in the governmental funds was recorded as revenue in the Statement of

Activities. 40,546
Net Assets of Governmental Activities $ 1,841,451

See accompanying Notes to the Basic Financial Statements.
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Housing Authority of the City of Redding

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the year ended June 30, 2009

REVENUES:

Intergovernmental revenues
Interest revenue

Other revenue

Total revenues

EXPENDITURES:

Current:
Administrative
Professional services
Rental assistance payments

FSS service coordinator

Total expenditures

REVENUES OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):

Transfers in

Transfers out

Total other financing sources (uses)

Net change in fund balances

FUND BALANCES:
Beginning of year

End of year

Section 8 Total
General MOD 2 Voucher Governmental
Fund Special Revenue Special Revenue Funds
- % - % 8,444,880 $ 8,444,880
26,934 - 18,573 45,507
- - 56,814 56,814
26,934 - 8,520,267 8,547,201
- - 1,020,128 1,020,128
- - 340 340
- - 8,026,270 8,026,270
- - 62,498 62,498
- - 9,109,236 9,109,236
26,934 - (588,969) (562,035)
- 7,069 7,069
- - (7,069) (7,069)
- 7,069 (7,069) -
26,934 7,069 (596,038) (562,035)
1,113,252 (7,069) 1,348,163 2,454,346
1,140,186 $ - % 752,125  $ 1,892,311

See accompanying Notes to the Basic Financial Statements.
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Housing Authority of the City of Redding

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures and Changes
in Fund Balances to the Government-Wide Statement of Activities and Changes in Net Assets

For the year ended June 30, 2009

Net Change in Fund Balances - Total Governmental Funds

Depreciation expense on capital assets was reported in the Government-Wide Statement of Activities and
Changes in Net Assets. They did not require the use of current financial resources. Therefore, depreciation
expense was not reported as expenditures in governmental funds.

Intergovernmental revenue is reported in the period earned on the Government-Wide Statement of
Activities and Changes in Net Assets, but is not reported until considered available to provide current
financial resources in the governmental funds.

Damage claims and overpayments (fraud) receivables are not expected to provide current financial
resources. Therefore, the net change in fraud receivables is a change in deferred revenue on the
governmental funds, but on the Government-Wide Statement of Activities and Changes in Net Assets the
change is recorded as a revenue, reduction in revenue, or bad debt expense.

Compensated absences in the Statement of Activities is reported as an expense but is not reported in the
governmental funds.

Change in Net Assets of Governmental Activities

See accompanying Notes to the Basic Financial Statements.
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(27,060)

(639,623)



This page intentionally left blank.

20



Housing Authority of the City of Redding
Notes to the Basic Financial Statements
For the years ended June 30, 2009

1. REPORTING ENTITY

The Housing Authority of the City of Redding (Authority), a component unit of the City of Redding,
California (City), was established pursuant to the laws of the State of California to provide housing,
transact business and to have those powers as defined by law. The Authority has entered into an annual
contribution contract with the U.S. Department of Housing and Urban Development (HUD) pertaining to
its Section 8 Housing Choice Vouchers Program.

The Authority is an integral part of the City, and the accompanying financial statements are being
presented as governmental funds as a means of disclosing what has been presented to HUD in the required
annual compliance reports, submitted on HUD’s Real Estate Assessment Center (REAC) system. REAC
collects and reviews data from housing authorities to assure the accuracy, timeliness and reliability of the
information used by HUD to assess the condition of HUD's portfolio as well as to provide information to
help ensure safe, decent and affordable housing and to restore the public trust by identifying fraud, abuse
and waste of HUD resources.

The Authority is a Section 8 only housing authority that does not own its own rental property. Therefore
the Authority has opted to maintain its records as a governmental fund and is accounted for as a special
revenue fund. It is included on the City’s financial statements as part of the Housing Special Revenue Fund
along with components of the Redding Redevelopment Agency (RRA). As such, the accompanying
financial statements will not agree to what is included in the City’s financial statements due to the
consolidation of RRA activities and assets in the Housing Fund.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of the more significant accounting policies of the Authority, all of which
conform to generally accepted accounting principles as applicable to governmental units. The Authority
has elected to follow Governmental Accounting Standards Board (GASB) pronouncements, and not
Financial Accounting Standards Board (FASB) pronouncements after 1989, as presented by GASB Statement
Number 20.

A. Basis of Accounting and Measurement Focus

The government-wide financial statements are reported using the “economic resources” measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

The financial statements for the Authority are presented as General Fund and Special Revenue Funds,
which are governmental funds. Governmental funds are accounted for on a spending or “current financial
resources” measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the Authority considers revenue to be available if they are collectable within sixty days of the
end of the current fiscal period. Expenditures are generally recorded when a liability is incurred.

21



Housing Authority of the City of Redding
Notes to the Basic Financial Statements
For the years ended June 30, 2009

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

B. Basis of Presentation

Major Funds

The Authority reports all of its funds as major funds:

The General Fund is the fund the Authority uses for resources within the fund that are not HUD
resources. These funds must be used for housing purposes, but are not restricted by HUD.

The MOD 2 Special Revenue Fund is for all activity in the Mod Rehab II program.

The Section 8 Voucher Special Revenue Fund is for all activity in the Section 8 Housing Choice Voucher
program.

C. Restricted Cash
Restricted cash is recorded for all cash advances received as deposits for housing activities.
D. Deferred/Unearned Revenue

Unearned revenue in the governmental-wide financial statement is recognized for transactions for which
revenues have not yet been earned. Typical transactions recorded as unearned revenues are unspent grant
funds.

In the governmental fund financial statements, deferred revenue arises when potential revenues do not
meet both “measurable” and “available” criteria for recognition in the current period. Deferred revenue
also arises when resources are received by the Authority before it has a legal claim to them. In subsequent
periods, when both revenue recognition criteria are met, or when the Authority has a legal claim to the
resources, the liability for deferred revenue is removed from the balance sheet and revenue is recognized.

E. Net Assets
Net Assets are classified in the following categories:

Investested in Capital Assets, Net of Related Debt - This amount is capital assets, less accumulated
depreciation and any outstanding debt related to the acquisition, construction or improvement of those
assets.

Restricted Net Assets - This amount is restricted by external creditors, grantors, contributors, or laws or
regulations of other governments.

Unrestricted Net Assets — This amount is all net assets that do not meet the definition of “invested in
capital assets, net of related debt:”, or “restricted net assets.”
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Housing Authority of the City of Redding
Notes to the Basic Financial Statements
For the years ended June 30, 2009

F. Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

3. CASH AND INVESTMENTS

The Authority maintains a separate bank account for Housing Assistance Payment (HAP) activity. Balances
deemed not necessary for each month’s HAP expenditures are kept in the Authority’s Local Agency
Investment Fund (LAIF) with the State Treasurer in order to maintain a higher return. Administrative costs are
handled through the pooled cash of the City of Redding and reimbursements are made to the City monthly.

A. Cash Deposits

At June 30, 2009, the carrying amount of the Authority’s deposits (unrestricted and restricted combined) was
$824,151. Bank balances before reconciling items were $831,370 at that date, the total amount of which was
collateralized or insured with securities held by the pledging financial institutions in the Authority’s name as
discussed below.

The California Government Code (Code) requires California banks and savings and loan associations to secure
the Authority’s cash deposits by pledging securities as collateral. This Code states that collateral pledged in
this manner shall have the effect of perfecting a security interest in such collateral superior to those of a general
creditor. Thus, collateral for cash deposits is considered to be held in the Authority’s name.

According to California law, the market value of pledged securities with banking institutions must equal at
least 110% of the Authority’s cash deposits. California law also allows institutions to secure Authority
deposits by pledging first trust deed mortgage notes having a value of 150% of the Authority’s total cash
deposits. The Authority may waive collateral requirements for cash deposits, which are fully insured up to
$100,000 by the Federal Deposit Insurance Corporation. The Authority, however, has not waived the
collateralization requirements.

B. Investments

The Authority reports its investments in accordance with Governmental Accounting Standards Board
(GASB) Statement Number 31. This standard requires that the Authority’s investments be reported at fair
value with realized and unrealized gains or losses reported in the statement of revenues, expenditures and
changes in fund balance

The Authority invests funds in the State Treasurer’s Pooled Money Investment Account (PMIA) through
the Local Agency Investment Fund (LAIF), a voluntary program created by statute in 1977. The PMIA has
regulatory oversight from the Pooled Money Investment Board and an in-house Investment Committee.

LAIF has oversight by the Local Agency Investment Advisory Board. The fair value of the Authority’s
position in the pool is materially equivalent to the value of pool shares.
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Housing Authority of the City of Redding
Notes to the Basic Financial Statements
For the years ended June 30, 2009

3. CASH AND INVESTMENTS, Continued
B. Investments, Continued

In accordance with authorized investment laws, LAIF invests in various structured notes and mortgage-
backed securities, such as collateralized mortgage obligations. As of June 30, 2009, 14.71% of LAIF’s
investment portfolio was invested in structured notes and other asset-backed securities as compared to
14.72% in the prior year. The City valued its investments in LAIF as of June 30, 2009, by multiplying its
account balance with LAIF by a fair value factor determined by LAIF. This fair value factor was
determined by dividing all LAIF participants’ total aggregate fair value by total aggregate amortized cost
resulting in a factor of 1.001364207. No rating is available from a nationally recognized statistical rating
organization for LAIF.

C. Summary of Cash and Investments

As of June 30, 2009, the Authority had the following cash and investments:

Investment
Maturity in Year
Less Than
Fair Value One Year
Cash and Investments:
Deposits:
Cash in bank $ 732,048 $ 732,048
Total deposits 732,048 732,048
Investments:
Local Agency Investment Funds 327,142 327,142
Total investments 327,142 327,142
Total Cash and Investments $ 1,059,190 $ 1,059,190
Restricted Cash:
Deposits:
Cash in bank $ 92,103 $ 92,103
Total Restricted Cash and Investments $ 92,103 $ 92,103

D. Risk Disclosures

Interest Rate Risk - In accordance with its investment policy, the Authority manages its exposure to declines
in fair values by limiting the average maturity of its investment portfolio to less than one year, with 100% of
investments (Local Agency Investment Fund) being available on demand.

Credit Risk - The California Government Code and the investment policy of the Authority authorize the
Authority to invest in obligations, participations, or other instruments of the U.S. Government or its
agencies, state and municipal bonds, commercial paper of “prime” quality of the highest ranking or of the
highest letter and numerical rating as provided by Standard & Poor’s Corporation or Moody’s Investor
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Housing Authority of the City of Redding
Notes to the Basic Financial Statements
For the years ended June 30, 2009

3. CASH AND INVESTMENTS, Continued

Service, Inc., bankers” acceptances, repurchase agreements, medium-term notes of maximum five-year
maturity with a rating category of A or its equivalent or better by a nationally recognized rating agency,

D. Risk Disclosures, Continued

and the State Treasurer’s Investment Pool (LAIF). Reverse repurchase agreements may be made only when
prior approval of the Board of Directors has been given.

Concentration of Credit Risk - The Authority has 28.4% of its cash invested with the LAIF. In addition to
the safety provided by investing in high quality securities, LAIF’s policies limit concentration risk by
spreading investments over different investment types to minimize the impact of any one
industry/investment class and by spreading investments over multiple credits/issuers within an
investment type to minimize the credit exposure of the portfolio to any single firm or institution.

Custodial Credit Risk - For an investment, custodial credit risk is the risk that, in the event of the failure of
the counterparty, the Authority will not be able to recover the value of its investments or collateral
securities that are held by the counterparty. All of the Authority’s investments in securities are held in the
name of the Authority. The Authority’s custodial agreement policy prohibits counterparties holding
securities not in the Authority’s name.

Restricted Cash - Certain deposits are received by the Authority which are not part of pooled cash and
investments, but are recorded and tracked separately as restricted assets until refunded or applied.

4. CAPITAL ASSETS

Changes in capital assets consisted of the following;:

Balance Balance
July 1, 2008 Additions  Deletions June 30, 2009

Vehicles & Equipment $ 63,588 $ - $ - $ 63,588
Total 63,588 - - 63,588
Accumulated Depreciation $ 13,670 $ 12,718 $ - $ 26,388
Total 13,670 12,718 - 26,388
Net Capital Assets $ 49,918 $ (12,718) % - $ 37,200

Depreciation expense was $12,718.
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Housing Authority of the City of Redding
Notes to the Basic Financial Statements
For the years ended June 30, 2009

5. DEFERRED REVENUES

In the governmental fund financial statements the deferred revenue balance at June 30, 2009 was $40,546.
The balance consisted of the following:

¢ 540,546 for damage claims and overpayments due from Housing program participants were
considered by the Authority not to have met the conditions and criteria to be recognized as revenue.

In the government-wide financial statements the Authority has recognized the $40,546 due from program
participants for damage claims and overpayments as revenue, along with an associated bad debt expense,

in the year that the receivable was recorded. As a result, the $40,546 is not deferred revenue on the
government-wide financial statements.

6. COMPENSATED ABSENCES

The Authority’s changes in compensated absences for the year ended June 30, 2009 were as follows:

Balance Balance Due within
July 1, 2008 Additions Deletions June 30, 2009 One Year
Compensated Absences $ 101,546 $ 73875 $ 46,815 $ 128,606 $ 33415

7. CONTINGENCIES

Grants have been received by the Authority for specific purposes that are subject to review and additional
audit by HUD. Such audits could lead to a request for reimbursement for expenditures disallowed under
the terms of the grant. The amount, if any, of expenditures that may be disallowed by HUD cannot be
determined at this time, although the Authority expects such amounts, if any, to be immaterial.

8. ECONOMIC DEPENDENCE

The Authority is dependent upon grant funding from HUD for a significant portion of the Authority’s
operations. Grant receipts from HUD are subject to audits to determine if the monies were expended in
accordance with appropriate statutes, grant terms and regulations.
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Housing Authority of the City of Redding
Required Supplementary Information
For the year ended June 30, 2009

1. BUDGETARY PRINCIPLES

Budget Data

The operating budget of the Authority is adopted by the Housing Board prior to July 1 each year primarily on a cash
basis. The City Manager, of the City of Redding is authorized to transfer budget amounts between divisions of a
department within any fund; however, any revisions that alter the total expenditures of any fund require a Housing
Board resolution.

Budget information is adopted and presented for the Authority as a whole. The presentations represent original
appropriations adjusted for supplemental appropriations, if any, made during the year.

Portions of fund equity are recorded as reserves when segregation for future use is necessary and the funds are,
therefore, not available for future apportionment or expenditures.

Summary of Differences between Budgetary Basis and Generally Accepted Accounting Principles (GAAP)

The following are the differences between the Authority’s budgetary basis and GAAP:

A. The Authority does not budget for GASB 31 interest income.

B. The Authority does not budget for accounts payable or intergovernmental payables.
C. The Authority does not budget for benefit accruals.

D. The Authority budgets for certain receivables and payables on a cash basis.

E

Encumbrances are not included in the Statement of Revenue, Expenditures and Changes in Fund
Balance
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Housing Authority of the City of Redding
Required Supplementary Information
For the year ended June 30, 2009

Actual Variance with
Amounts Final Budget-
Budgeted Amounts Budgetary Positive
Original Final Basis (Negative)
REVENUES:
Intergovernmental revenues $ 6,746,570 $ 7,462,110 $ 7,858,039 $ 395,929
Interest revenue 40,000 40,000 36,709 (3,291)
Other - - 65 65
Total revenues 6,786,570 7,502,110 7,894,813 392,708
EXPENDITURES:
Current:
Community development 6,797,040 8,042,620 9,074,030 (1,031,410)
Total expenditures 6,797,040 8,042,620 9,074,030 (1,031,410)
Excess (deficiency) of revenues over
(under) expenditures (10470) (540,510) (1,179,217) (638,707)
Net change in fund balance (10,470) (540,510) (1,179,217) (638,707)
Beginning fund balance 2,454,346 2,454,346 2,454,346 -
Budgetary fund balances (deficit), end « $ 2,443,876 $ 1913836 $ 1,275,129 $ (638,707)

Explanation of differences from the Statement of Revenues, Expenditures and Changes in Fund
Balance to Actual Amounts Budgetary Basis Fund Balance from the Statement of Revenues,
Expenditures and Changes in Fund Balance

=S5 a2
» =

GAAP Basis Fund Balance $ 1,892,311
GASB 31 investment FMV adjustment - not budgeted. (590)
The Authority does not budget for accounts payable adjustments. (576)
The Authority budgets for and records loans made in the expenditure

accounts, but adjusts the actual disbursement to loans receivable. (1,290)
The Authority budgets for and records loan payments received in the

revenue accounts, but adjusts the actual payment to loans receivable. 1,408
The Authority does not budget for rolling stock. (158)
The Authority budgets for grants on a cash basis. (615,193)

End of year encumbrances are included in actual expenditures budgetary
basis, but are not included in the Statement of Revenues, Expenditures,

and Fund Balance. (47)

The Authority did not budget for transfers fromthe City of Redding Internal Service (29,805)

The Authority budgets for interest income on notes receivable on a cash basis. (8051)

The Authority budgeted and prepaid rent in a prior year, but adjusts the

prepayment for the current year portion. 37,620
Budgetary fund balance $ 1,275,129

The Authority's budget is approved at the entity-widelevel, as it is a component unit of the Gity of Redding and is budgeted as a single fund within

the City.

All activity for 2008-09 was in the Section 8 Voucher Special Revenue Fund, with the exception of $26,934 of interest in the General Fund.
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Caporicci & Larson
Certified Public Accountants

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

The Affordable Housing Commission
of the Housing Authority of the City of Redding
Redding, California

We have audited the financial statements of the Housing Authority of the City of Redding
(Authority), a component unit of the City of Redding (City), as of and for the year ended June 30,
2009, and have issued our report thereon dated December 9, 2009. We conducted our audit in
accordance with generally accepted auditing standards in the United States and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Authority’s internal control over financial
reporting as a basis for designing our audit procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Authority’s internal control over financial reporting. Accordingly, we do not express an opinion on
the effectiveness of the Authority’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis.

A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the entity’s financial statements that is more than inconsequential
will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. However, we did not identify any

deficiencies in internal control over financial reporting that we consider to be material weaknesses,
as defined above.

Toll Free Ph: (877) 862-2200 Toll Free Fax: (866) 436-0927
Oakland Orange County Sacramento San Diego
180 Grand Ave., Suite 1365 9 Corporate Park, Suite 100 777 Campus Commons Rd., Suite 200 4858 Mercury, Suite 106

Qakland, California 94612 Irvine, California 92606 Sacramento, California 95825 San Diego, California 92111



The Affordable Housing Commission

of the Housing Authority of the City of Redding
Redding, California
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we
do not express such an opinion. The result of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of management, the Housing
Commission, others within the entity, and The State Controller and is not intended to be and should
not be used by anyone other than these specified parties. However, this report is a matter of public
record and its distribution is not limited.

Qakland, California
December 9, 2009
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